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 KEEP YOUR OLD CAR OR BUY A                NEW ONE?
Let’s divide the car-buying world into two camps: those who keep a car until it drops, and those who think a new car will change their lives.

To the first, a round of applause. There’s nothing short of riding a bike that’s cheaper than keeping a car until it crumbles into a pile of rust. Almost any car can be driven to 200,000 miles or more without endangering your life.

To the second, another round of applause, because the millions of new cars they buy every year instantly become used cars, soon available at a considerable discount to those in Camp One. And a moment of silence, because a new car will change their lives in ways never forseen on the dealers lot. 

Several independent studies have shown the financial benefits of keeping your old car. The following table from Runzheimer International, a management consulting firm,  compares keeping a 4-year old car another 4 years versus buying a new one, showing savings of $10,894!    
	New vs. Used Vehicle Costs

	4-Year Total
	4-Year Total

	
	Old
	New

	Car Payment Principal
	$0
	$14,501

	Interest on Loan
	$0
	$2,167

	Fuel Cost
	$7,764
	$6,936

	License, Registration, Tax
	$696
	$796

	Insurance
	$4,192
	$4,634

	Maintenance
	$3,896
	$3,224

	Total Expenses
	$16,548
	$32,258

	Minus Resale Value
	$3,759
	$8,575

	Total Costs
	$12,789
	$23,683

	Difference
	+$10,894
	


This table from Consumer Reports compares keeping a Honda Civic for 15 years  versus a new Honda Civic every 5 years. Savings of $20,500!
	Total Price of New Vehicle(s) 
	$19,000
	$66,400

	Depreciation
	$14,900
	$35,500

	Maintenance & Repairs
	$18,300
	$6,200

	Financing & Interest
	$3,100
	$8,500

	Fees & Taxes
	$2,200
	$4,800

	Insurance
	$18,500
	$22,500

	Total Costs
	$57,000
	$77,500

	Difference
	+$20,500
	


So if those repair bills seem to be adding up, do the math. Does the cost of repairs exceed the cost of a new car? A typical new car is $21,000, about $350 a month for 5 years after 20% down. A major engine repair might run $1,500, a huge outlay in one chunk, but far less than the $4,200 a year you would spend on new-car payments alone. If you can’t afford repairs twice a year, it’s unlikely you can afford a new car payment every month. In any case, anyone with a car older than three years old should be saving $100 a month for repairs and maintenance . With a little luck, you’ll never use most of it and you’ll have a tidy sum to spend on your next car.    
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